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POST  AUDIT  PRELIMINARY  REPORT  OF  THE  EXAMINATION  OF  THE 
ATHLETIC  DEPARTMENT  AT  THE  UNIVERSITY  OF  MASSACHUSETTS 
AND  THE  SCHOOL  OF  PHYSICAL  EDUCATION 


Purpose ; 

To  examine  the  financial,  management  and  oversight 
policies  of  the  School  of  Physical  Education  and  the 
Department  of  Athletics  to  determine  whether  there  is 
compliance  with  applicable  statutory  requirements  for 
expenditure  and  disbursement  of  funds  as  well  as  compliance 
with  other  pertinent  provisions  of  the  general  laws. 
Preliminary  Statement  As 

The  House  Post  Audit  and  Oversight  Committee  and  the 
House  Post  Audit  Bureau  received  a  number  of  complaints, 
informational  referrals,  inquiries  and  information  letters 


Footnote  #1:   The  Post  Audit  Bureau  undertook  a 
comprehensive  performance  audit  of  the  financial  and 
management  practices  of  the  School  of  Physical  Education  and 
the  Department  of  Athletics  at  the  University  of 
Massachusetts  at  Amherst  ( "UMas s . " ) .   In  response  to  a 
number  of  claims  about  mismanagement  of  funds,  the  Bureau 
examined  thousands  of  pages  of  financial  records  and 
interviewed  more  than  70  individuals.   In  the  course  of  the 
examination,  the  Bureau  found  several  matters  which  it 
believed  were  possibly  criminal  in  nature  and  referred  those 
matters  to  the  Attorney  General's  Office  for  appropriate 
action  (See  Special  Report  -  Appendix  1).   After  the 
referral  of  the  potential  criminal  matters  to  the  Attorney 
General,  the  Bureau's  investigation  ceased.   What  follows  is 
a  general  report  on  all  matters  that  concern  the  financial 
management,  and  accounting  practices  of  the  UMass.  School  of 
Physical  Education  at  Amherst. 


relating  to  the  University  of  Massachusetts  at  Amherst 
School  of  Physical  Education  and  Athletic  Department. 

A  number  of  the  contacts  received  concerned 
mismanagement  of  funds  and  inappropriate  expenditures  made 
by  University  officials.   The  Committee  interviewed  either 
in  person,  by  telephone,  or  both,  more  than  seventy 
individuals.   In  addition,  the  Committee  served  28  subpoenas 
and  requested  documents  from  a  number  of  other  sources.   The 
Committee  held  three  public  hearings  where  it  questioned 
witnesses  and  also  took  several  statements  under  oath  on  the 
University  premises  at  Amherst. 
Scope : 

In  the  course  of  the  initial  examination,  several  areas 
of  concern  were  raised  either  by  outside  individuals  or  were 
questions  that  arose  from  investigation  of  the  allegations 
made  by  third  parties. 

This  report  will  focus  on  some  of  the  major  problems 

identified  by  the  Bureau  relating  to  the  financial 

management  of  the  School  of  Physical  Education  and  the 

Departments  within  the  School. 

1.    The  propriety  of  travel  expenditures  made  by  various 
employees  of  the  University. 
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The  appropriateness  of  travel  expenditures  were 

verified  to  check,  compliance  with  applicable  state  law 

and  restrictions  on  use  of  University  funds.   Numerous 

questions  were  raised  concerning  the  necessity  for,  or 

propriety  of  travel  expenditures  by  employees  of  the 

School  of  Physical  Education.   The  Committee  attempted 

to  reconcile  the  stated  purpose  on  the  vouchers  versus 

what  actually  happened.   The  Committee  verified 

expenses  based  upon  the  information  provided  by  the 

travel  records  themselves  as  well  as  by  verifying 

expenses  and  legitimacy  of  travel  by  telephone 

interviews  and  written  correspondence.   The  Committee 

also  examined  the  method  of  review  and  oversight  of  all 

travel  expenditures. 

2.    The  general  practices  relating  to  the  purchase  of  goods 
and  services  where  examined.   Because  the  School  of 
Physical  Education  made  larger  numbers  of  purchases  and 
had  several  "open  accounts"  a  number  of  different 
techniques  were  used  to  verify  expenditures. 

The  Committee  examined  the  procurement  of  goods  and 

services  consistent  with  the  following  criteria: 

a.  compliance  with  state  and  University  bidding 

requi  remen t  s . 

b.  timing  and  appropriateness  of  purchases. 
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c.   selection  of  least  cost  alternative  method  of 
expend  iture. 

3.  Whether  there  was  proper  grant  and  contract 
administration  by  University  Professors.   Whether 
proper  budgeting  and  expenditure  procedures  were 
employed  in  the  expenditure  of  grant  monies  and 
contract  administration. 

The  Bureau  examined  the  appropriateness  of  grant  and 

contract  administration  in  terms  of  compliance  with 

University  policy,  state  law  and  federal  regulations 

where  applicable.   The  Bureau  examined  several  grants 

and  contracts  to  check  for  compliance  with  applicable 

restrictions  and  appropriate  statutes.   The  scope  of 

this  inquiry  included  the  appropriateness  of 

expenditures  under  those  grants,  the  appropriateness  of 

cost  allocation  for  each  grant,  and  a  review  of  the 

level  of  oversight  to  determine  compliance  with  grant 

ob  j  ec  t  i  ve  s  . 

4.  Financial  Interests  of  Grantors  to  University  and 
Recipients  of  Grant  Monies. 

It  was  alleged  that  some  of  the  grants  to  the  School  of 

Physical  Education  were  utilized  for  research  that  was 

more  of  a  private  benefit  than  the  benefit  of  the 

University.   The  issue  of  research  conducted  by 

companies  in  which  professors  have  an  interest  is  one 
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that  has  been  historically  difficult  to  analyze.   In 
some  cases  however  there  appear  to  be  bright  line 
indicators  as  to  what  is  acceptable  and  what  is  not. 
The  Bureau  examined  the  administration  of  grants  in  the 
Department  of  Exercise  Science  to  determine  if  expenses 
and  contracts  were  appropriate  and  proper.   The 
Committee  also  attempted  to  verify  whether  the  terms 
and  conditions  of  the  grant  were  met. 
5.    Operation  of  Body  Shops. 

Several  "fitness"  centers  known  as  Body  Shops  were 
established  on  the  Amherst  campus.   These  Body  Shops 
were  operated  as  a  trust  fund  run  by  the  Department  of 
Exercise  Science.   Questions  about  the  operation  of  the 
Body  Shops  were  raised.   Concerns  were  raised  about 
procedures  for  accounting  for  cash  prior  to  1990.   The 
record  keeping  practices  in  the  Body  Shops  prior  to 
1990  were  poor  and  it  was  difficult  to  analyze  just  how 
much  cash  was  received  and  how  much  in  fact  was 
properly  credited  to  the  Body  Shops.   The  Committee 
also  examined  the  propriety  of  a  sole  source  contracts 
for  the  purchase  of  equipment  used  in  the  Body  Shops. 
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6.    Athletic  Department  procurement  practices. 

The  Bureau  also  verified  the  appropriateness  of 
purchase  orders  and  the  procurement  process  to 
determine  if  expenses  were  made  in  a  manner  consistent 
with  applicable  state  law.   The  University  of 
Massachusetts  is  not  subject  to  the  same  statutory 
requirements  as  other  state  agencies.   As  a  quasi 
independent  institution,  its  procedures  are  in  large 
part  adopted  by  the  trustees. 

Background  of  the  Audit 
The  auditing  and  control  of  expenditures  of  state 
Universities  and  state  colleges  has  historically  been 
problematic  for  the  Legislature.   Because  of  the  level 
of  autonomy  that  each  institution  is  able  to  exert,  the 
role  of  independent  auditors  and  financial  analysts  in 
determining  the  appropriateness  of  university  and 
college  expenditures  as  well  as  the  effectiveness  of 
general  spending  controls  has  been  limited. 
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Independent  authority  is  exercised  by  a  number  of 
individuals  with  no  oversight  comparable  to  that  which 
exists  for  other  state  agencies. 

The  Post  Audit  and  Oversight  Committee  as  well  as 
others  have  made  several  examinations  into  the  area 
state  college  and  university  fiscal  practices.   Despite 
audits  and  other  attempts  to  monitor  the  review  of 
state  college  and  university  spending,  controls  have 
been  limited  and  efforts  to  improve  procedures  have 
been  less  than  effective. 

Part  of  the  problem  of  exerting  financial  control 
over  these  institutions  stems  from  the  unique  nature  of 
college  and  university  funding.   Because  these 
institutions  are  able  to  derive  significant  amounts  of 
funds  from  sources  other  than  state  appropriations, 
control  over  these  monies  has  become  diminished. 
Because  the  proportionate  share  of  state  funding  over 
the  most  recent  years  has  generally  diminished,  the 
institutions  have  felt  that  they  have  more  autonomy 
over  locally  generated  revenues,  i.e.  trust  funds, 
grant  monies,  gifts  and  donations.   As  student  fees  and 
outside  funding  sources  make  up  a  greater  percentage  of 
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the  institutional  budget,  the  ability  for  the  state  to 
monitor  these  budgets  under  the  existing  statutory 
framework  has  clearly  decreased.   As  this  user  based 
funding  of  the  colleges  has  increased,  the  University's 
demand  for  accountability  appears  to  have  diminished. 
Because  numerous  items,  including  in  some  cases  even 
salaries,  are  funded  from  multiple  sources,  the 
analysis  and  verification  of  the  appropriateness  of 
spending  patterns  has  become  much  more  difficult. 

As  the  events  at  Bridgewater  State  College  and 
Westfield  State  College  in  the  1980's  demonstrated,  the 
state  college  budgeting  system  has  had  the  potential  to 
allow  for  abuse  and  manipulation  by  individuals. 
Moreover,  as  reports  on  college  and  university  trust 
funds  have  highlighted,  there  appears  to  be  a  number  of 
significant  problems  with  the  administration  of  these 
trust  funds.   Trust  fund  expenditures  have  allegedly 
gone  well  beyond  the  scope  of  the  original  trust 
purpose  at  some  institutions. 

In  response  to  all  of  the  allegations  raised,  the 
Committee  undertook,  an  evaluation  of  the 
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spending  practices  of  the  University  of  Massachusetts 

School  of  Physical  Education  and  Athletic  Department. 

Based  upon  the  directions  of  the  Committee,  the 

following  plan  was  developed  by  the  Post 

Aud  i  t  Bureau . 

I  .    Full  examination  and  financial  verification  of  Athletic 
Department  accounts,  expenditures,  revenues  and  fiscal 
practices.   The  following  items  have  either  been 
requested  or  subpoenaed; 

1.  Independent  audit  reports  of  Athletic  Department 
prepared  for  NCAA  (both  Coopers  &  Lybrand  FY'89 
and  Peat  Marwick  for  FY'90  and  FY ' 9 1 ) . 

2.  Detailed  financial  information  from  Administration 
and  Finance  at  UMass.  Amherst.   Reports,  balance 
sheets,  general  ledgers  and  all  supporting 
expenditure  records  have  been  subpoenaed. 

3.  All  recent  audit  reports  of  UMass.  from  State 
Aud  i  t  or . 

4.  All  expenditure  policies  and  regulations  from 
Board  of  Trustees  and  Regents. 

5.  Phone  company  records,  records  of  vendors  and 
providers  of  service  to  UMass.  Athletic 
Depar  t  men  t . 

6.  Business  records  of  vendors  and  providers  of 
service  to  UMass.  Athletic  Department. 

7.  All  internal  audit  reports  from  UMass.  Internal 
Audit  Department. 

8.  Bank  records  from  UMass.  depository  banks. 

9.  Financial  statements,  backup,  correspondence, 
manuals,  procedures  and  all  other  pertinent 
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information  maintained  by  the  various  affected 
University  departments  -  including  procurement, 
administration,  accounting  and  facilities. 

10.   Examination  of  employee  financial  records. 

I I .  Examination  of  issues  relating  to  financial  practices 
of  UMass.  Athletic  Department. 

1.  Examination  of  travel  and  purchase  of  services  in 
connection  with  the  operation  of  the  Athletic 
Department.   Verify  expenses  and  match 
expenditures  against  appropriate  accounts. 
Confirm  that  expenses  made  for  state  purpose  and 
that  purpose  was  proper. 

2.  Cross  check  results  with  independent  audit  of 
UMass.  Athletic  Department. 

3.  Conduct  a  detailed  examination  of  the  use  of  the 
following  funding  sources: 

a.  Athletic  Trust  fund. 

b.  Athletic  events  revenues. 

c.  Athletic  service  accounts. 

d.  Scholarship  accounts. 

e.  State  funds  and  endowments. 

f .  Cour  t  club. 

4.  University  of  Massachusetts  Minuteman  Court  Club 
use  of  fund  s . 

5.  Verify  that  the  Athletic  Department  was  in 
compliance  with  UMass.  and  trustee  expenditure 
practices  and  reporting  requirements. 

6.  Verify  other  compliance  with  other  financial 
reporting  requirements  mandated  by  Massachusetts 
Genera  1  Laws . 

III.  Conduct  a  full  evaluation  of  the  departments  in  the 
School  of  Physical  Education  to  verify  the 
appropriateness  of  expenditures  and  to  verify  the 
propriety  of  research  and  grant  activities  conducted  on 
University  premises. 
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IV.  Develop  a  detailed  field  investigation  plan  effort  that 
consisted  of  the  following; 

1.  Conduct  extensive  interviews  with  individuals  who 
have  offered  to  provide  information. 

2.  Verify  and  confirm  all  allegations  made  in 
interviews  and  cross  check  with  available 
documentary  evidence  compiled  from  all  sources. 

3.  Conduct  follow-up  interviews  with  all  affected 
personnel  to  ensure  the  accuracy  of  earlier 
results. 

V.  Conduct  Public  Hearings  before  the  Committee  to  verify 
the  accuracy  of  records  and  to  examine  the  truth  of 
allegations  made  to  date. 

Preliminary  Findings 

The  results  of  this  Action  Plan  have  yielded  a  picture 

of  financial  controls  and  expenditure  patterns  at  the 

Athletic  Department  and  the  School  of  Physical  Education 

that  can  be  characterized  as  haphazard  at  best.   While  the 

audit  covered  an  unusually  long  period  (1982  -  1992),  this 

was  necessitated  because  of  the  kinds  of  issues  that  were 

raised  (i.e.  length  of  grants  and  carryovers  in  trust 

funds).   In  addition,  there  were  several  changes  in  systems 

that  occurred  during  the  audit  period.   Some  of  these  were 

mandated  by  the  state.   Others  were  imposed  by  the 

University  or  the  University  system.   While 

the  University  did  improve  in  a  number  of  areas  over  the 
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audit  period,  the  following  findings  hold  true  for  much  of 
the  audit  period.   The  Committee  notes  the  following 
preliminary  findings: 
1 .    No  set  policy  for  budgeting  for  any  of  the  departments. 

Expenditures  are  often  made  on  a  day  to  day  basis 
without  consideration  of  overall  expenditure  planning  or  for 
the  lowest  cost  alternatives.   Booking  for  travel  or  making 
purchases  on  expenditures  known  well  in  advance  to  secure 
the  lowest  cost  did  not  appear  to  have  been  primary 
consideration  for  most  of  the  audit  period.   Many  of  the 
local  contractors  were  routinely  given  business  without  any 
search  for  lower  cost  alternatives. 

In  particular,  the  operation  of  "open  accounts"  for  the 
Dean's  office  as  well  as  others  appears  to  have  resulted  in 
numerous  minor  purchases  which  were  unjustified.   These  open 
accounts  also  appear  for  the  departments  within  the  School 
of  Physical  Education.   Some  of  the  questionable  purchases 
include  boating  and  fishing  equipment,  home  repair  items, 
binoculars,  and  a  television  set.   In  addition,  purchases 
have  also  been  made  from  vendors  in  which  the  purchaser's 
family  appeared  to  have  a  financial  interest.   Purchases  of 
items  that  appear  to  be  capital  in  nature  were  made  by  the 
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School  of  Physical  Education  rather  than  through  a  more 
appropriate  entity,  such  as  the  Physical  Plant,  or  through 
existing  blanket  purchase  contracts  or  bulk,  orders. 

An  inordinate  amount  of  time  was  spent  by  upper 
management  concerning  minor  purchases  of  tools  and 
equipment.   The  fact  that  upper  level  administrators 
routinely  went  to  pick-up  minor  items  from  hardware  and 
other  stores  presents  a  poor  image  of  top  management. 

A  number  of  purchases  on  items  with  accessories  appear 
to  have  been  made  in  installments  of  less  than  $500.   This 
practice  circumvented  the  $500  limit  which  would  have 
necessitated  a  public  bid. 
2 .    Travel  Policy  in  complete  disarray. 

Despite  severe  financial  constraints  facing  the  School 
of  Physical  Education  and  the  Department  of  Athletics, 
travel  by  some  professors  and  some  administrators  could  only 
be  described  as  wasteful  and  extravagant.   There  appears  to 
be  repeated  travel  to  multiple  locations  for  purposes  that 
were  of  little  relevance  to  the  University's  programs  and 
courses.   In  addition,  as  newspaper  accounts  and  independent 
verification  confirmed,  many  of  the  trips  were  for  stated 
purposes  that  were  inconsistent  with  what  actually  happened. 
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Further,  it  appears  that  the  Dean  of  the  School  of 
Physical  Education  traveled  repeatedly  for  inspection  of 
facilities  at  other  Universities  in  connection  with  the 
construction  of  the  Mullins  Center.   It  is  interesting  that 
of  the  7  companies  who  were  listed  as  bidders  for  the 
Mullins  Center,  only  a  small  number  of  the  facilities 
constructed  by  these  contractors  were  ever  visited  by  the 
Dean  despite  the  fact  that  he  traveled  all  over  the  country 
with  the  stated  purpose  of  examining  athletic  centers  and 
facilities.   The  Bureau's  examination  of  hundreds  of  memos 
and  other  documents  failed  to  yield  any  evidence  of  any 
comparison  of  facilities,  any  comprehensive  analysis  of  the 
construction  or  any  comparability  study  of  the  schools  and 
programs  where  the  facilities  were  located.   Many  of  the 
facilities  examined  did  not  have  programs  comparable  to 
UMass.   The  level  of  documented  facility  analysis  on  this 
planning  element  of  this  major  construction  project  appears 
minimal.   There  does  not  appear  to  have  been  a  comprehensive 
plan  to  review  and  oversee  the  construction  of  the  facility. 
There  was  no  plan  for  the  travel  associated  with 
construction  of  the  Mullins  Center,  not  was  it  overseen  or 
authorized  by  the  UMass.  Building  Authority. 
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The  Bureau  did  an  exhaustive  examination  of  travel  records 
at  the  School.   Based  upon  the  Bureau's  analysis,  the 


following  was  found: 


a.  there  were  no  uniform  criteria  for  approval  and 
filing  of  travel  forms.   Some  individuals   filed 
timely,  complete  travel  records,  others  did  not; 

b.  other  than  a  mathematical  verification  and 
examination  to  determine  if  enough  funds  were 
available  in  a  particular  account,  no  general 
oversight  of  travel  was  ever  conducted; 

c.  although  the  University  accounting  manual  required 
that  all  travel  on  grants  and  contracts  be  in 
accordance  with  the  scope  of  the  grant,   there  was 
no  record  of  oversight  of  this  requirement.   In 
most  cases  it  was  impossible  to  determine  from  the 
records  submitted  if  this  was  in  fact  the  case; 

d .  on  travel  that  was  funded  from  more  than  one 
funding  source,  it  appears  in  many  cases  that 
separate  authorization  was  not  completed  or  cross 
re  f erenced ; 

e.  many  of  the  travel  records  that  were  provided  did 
not  list  enough  information  for  meaningful  audit 
rev  i  ew ; 

f.  travel  for  most  Athletic  Department  officials  was 
done  through  the  "Athletic  20"  account.   Under 
this  method,  the  School  of  Physical  Education 
employee  could  show  up  at  the  Bursar's  office  with 
a  withdrawal  slip  and  withdraw  cash  without  prior 
approval  from  the  controllers  office.   The  Bureau 
learned  that  this  system  was  unique  to  the  School 
of  Physical  Education  and  that  most  of  their 
travel  was  done  in  this  manner.   Employees  who 
withdrew  funds  were  then  required  to  submit 
receipts  to  the  controllers  office  which  would 
then  issue  a  reimbursement  check  to  the  Bursar. 
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These  "Athletic  20"  withdrawals,  unlike  prior 
approval  advances,  did  not  require  any  statement 
of  purpose  for  which  the  funds  were  to  be  used. 
This  fact  coupled  with  the  fact  that  no  prior 
approval  from  the  controllers  office  was  necessary 
certainly  left  the  potential  for  abuse. 

3 .    Poor  control  over  grant  administration. 

Despite  the  fact  that  the  University's  reputation  and 

integrity  were  at  stake,  there  appeared  to  be  no  direct 

oversight  or  review  of  the  appropriateness  of  travel  and 

equipment  purchases  paid  for  by  grants  and  gifts.   In 

addition,  several  grant  accounts  and  contracts  appeared  to 

operate  outside  of  the  control  of  financial  managers  at  the 

University.   In  at  least  one  instance  transfers  from 

unrelated  accounts  were  suggested  by  the  Dean  to  deal  with 

problems  with  a  contract  with  the  U.S.  Army.   The  memos  that 

detail  the  funding  deficiency  with  this  contract  typify  the 

trial  and  error  approach  to  budgeting  in  the  School  of 

Physical  Education.   Moreover,  preliminary  analysis  of 

grants  administered  within  this  School  revealed  no  long  term 

budgetary  or  fiscal  controls,  and  such  spending  patterns 

examined  to  date  indicate  great  potential  for  abuse  if  not 

actual  abuse . 


4 .    Inordinate  amount  of  time  spent  on  matters  of  personal 
nature . 
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The  Bureau's  examination  of  the  day  to  day  operation  of 
the  School  of  Physical  Education  showed  a  poor  level  of 
performance  on  the  part  of  top  administration.   What  is 
apparent  from  the  preliminary  investigation  is  that  a 
significant  amount  of  top  management's  time  is  spent  on 
items  that  seem  to  be  personal  in  nature.   Research, 
consulting,  personal  phone  calls,  and  travel  for  at  least 
partly  personal  pursuits  are  all  closely  intertwined  with 
apparent  University  business.   Despite  the  fact  that  the 
Bureau  reviewed  literally  hundreds  of  memos,  few  of  these 
memos  showed  any  direction  of  policy  from  top  management  to 
line  employees.   No  evidence  of  comprehensive  planning  or 
management  oversight  was  apparent  and  it  appears  that  each 
department  was  completely  autonomous  with  little  control  or 
oversight  exercised  from  the  top.   There  was  no  cohesive 
formation  of  policy  from  the  top  management  to  provide 
program  efficiency,  cost  saving,  or  accountability. 

Major  policy  decisions  were  often  made  at  the 
suggestion  of  influential  trustees,  as  part  of  the 
Chancellor's  response  to  newspaper  articles,  or  complaints 
from  alumni.   The  Chancellor  and  the  Dean  exhibited  a 
haphazard  and  crisis  response  level  of  management  on  a  day 
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to  day  basis.   Major  fiscal  decisions  on  sports  and  athletic 
programs  were  made  as  part  of  attempts  to  placate  concerned 
constituent  groups  rather  than  on  the  merits  or  fiscal 
soundness  of  the  proposal. 

There  appeared  to  be  little  written  analysis  of  program 
cuts  that  were  proposed.   Sports  programs  were  cut  or 
restored  based  on  a  line  item  dollar  amount  without  regard 
to  long  term  implications  or  adequate  exploration  of 
alternative  funding  sources. 

What  the  Bureau  and  Committee  found  particularly 
troubling  was  that  on  the  one  hand  there  was  almost  mindless 
slashing  of  major  sports  programs  affecting  many  students  to 
meet  a  perceived  budget  shortfall,  yet  on  the  other  hand 
administrators  engaged  in  extravagant  travel  and  lavish 
expenses  for  entertainment.   There  was  no  evidence  that  any 
attempt  was  made  to  forsake  travel  and  entertainment 
expenses  to  save  dollars  that  were  sorely  needed  elsewhere. 
In  short,  top  management  at  the  Chancellor  and  Dean  level 
appeared  to  function  as  royalty  with  their  perks  and 
expenses  insulated  from  pressing  financial  problems 
elsewhere  in  the  school. 

In  stark  contrast  to  the  resources  available  to  the 
upper  management,  the  rank  and  file  administrators  and  the 
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coaches  engaged  in  an  almost  spartan  existence,  often 

scrambling  to  meet  basic  expenses.   These  employees  deserve 

immense  credit  for  holding  many  of  the  programs  together 

during  budget  shortfalls  and  i nsens i t i vi t y  of  top 

management.   The  coaches  and  many  raid-level  administrators 

can  only  be  commended  for  making  their  programs  work,  in 

spite  of  the  poor  management  at  the  very  top. 

5 .    As  independent  auditors  confirmed  (see  1992  Coopers  & 
Lybrand  report  to  the  Board  of  Trustees),  grant 
management  and  reporting  of  grant  administration  is  a 
problematic  area. 

The  Post  Audit  Bureau's  preliminary  findings  have 

exhibited  ample  evidence  to  support  the  same  conclusions 

reached  by  Coopers  &  Lybrand: 

o     Some  expenditures  were  assigned  to  grants 
that  appeared  to  have  expired. 

o     Transfers  from  other  accounts  were  made  to 
cover  deficits  in  grant  accounts. 

In  addition,  the  Bureau  found  that  with  respect  to  the 

Department  of  Exercise  Science,  some  of  the  grants  were 

administered  on  a  spend  as  you  go  basis  with  little 

attention  devoted  to  overall  budget  constraints  and 

conformity  with  time  deadlines.   Several  expenditures  made 

from  unrestricted  grant  accounts  were  questionable  in  terms 

of  the  benefit  they  provided  to  the  University  and  payments 
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of  salaries  from  grant  funds  in  some  cases  appeared  to 
exceed  University  established  limits  for  summer  employment. 
Several  expenditures  from  restricted  grants  appeared  to 
extend  well  beyond  the  scope  of  the  grant  as  well.   Some  of 
the  expenditures  failed  to  comply  with  the  University's 
stated  policies. 

With  respect  to  the  following  contracts  and  grants  the 
Bureau  noted  the  following  deficiencies: 

1  .    Army  Con  tract 

o     Failure  to  complete  reports  on  time, 
o     Army  reducing  amount  of  funding, 
o     Attempts  to  cover  deficits  through  transfer 
of  o  t  her  fund  s . 


Grant  s 
o 
o 
o 


Expenditures  made  beyond  time  frame. 
Unaccounted  for  disposition  of  equipment 
Questionable  sole  source  contracts  for 
purchase  of  equipment. 


Body  Shops 

o     Improper  procedures  for  handling  of  cash 

deposits, 
o     Poor  account  management  by  administration, 
o     no  coherent  inventory  control  in  the  early 
years. 
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Outside  Business  Activities 

One  recurring  area  of  concern  relates  to  the  overlap  of 

private  research  and  University  business.   As  the  University 

has  correctly  identified  (see  faculty  Senate  report)  there 

is  always  the  potential  for  conflict  between  the  personal 

financial  interests  of  professors  and  research  conducted 

under  the  auspice  of  the  University.   Some  employees 

appeared  to  have  more  than  just  professional  interest  with 

the  research  they  were  involved  with,  and  in  at  least  one 

instance,  there  was  some  evidence  of  the  following: 

o     Management  of  research  sponsored  by  one  entity  for 
personal  use  in  connection  with  another  entity. 

o     Appropriation  of  graduate  students  research  for 
pe  r  s  ona 1  use. 

o     Research  conducted  primarily  for  private  benefit 
rather  than  University  enhancement. 

The  area  of  co-mingling  research  funding  efforts  with 

consulting  companies  of  professors  is  obviously  problematic. 

The  appearance  of  conflict  of  interest  can  have  very 

damaging  implications  for  the  University's  image  as  well  as 

alumni  support.   Several  alumni  who  were  interviewed 

indicated  that  they  were  concerned  about  the  ultimate 
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recipient  of  their  gifts.   They  expressed  a  lack,  of 
confidence  that  gifts  and  grants  were  being  targeted  to  the 
intended  beneficiaries. 

Physical  Plant  and  Inventory 

The  management  of  the  physical  property  of  the  School 
of  Physical  Education  and  the  Athletic  Department  was 
particularly  troubling.   With  respect  to  the  inventory,  the 
School  of  Physical  Education  had  major  problems.   Physical 
locations  of  substantial  amounts  of  equipment  were 
undetermined.   Some  faculty  members  and  top  administrator's 
demonstrated  little  concern  and  attention  to  the  need  for 
the  inventory  and  protection  of  property. 

The  lack,  of  concern  for  equipment  was  best  exemplified 
by  the  1985  reported  theft  of  computer  equipment  from 
Exercise  Science.   Several  thousand  dollars  of  computer 
equipment  was  reported  stolen  within  a  day  of  delivery  with 
no  inventory  ever  being  done.   The  investigation  of  the 
reported  theft  was  haphazard  despite  the  unique  and 
troubling  nature  of  the  allegations.   (The  theft  occurred 
within  a  day  after  it  was  delivered  and  also  at  a  time  when 
the  students  were  on  semester  break.).   Employee  accounts  of 
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the  details  of  the  events  were  confused  and  inconsistent. 
It  is  not  clear  at  all  what  actually  happened. 

In  addition,  the  School  of  Physical  Education  and  the 
Athletic  Department's  policy  of  thefts  and  insurance  was 
remarkable  -  seemingly  to  on  the  one  hand  reimburse  students 
and  faculty  for  the  theft  of  personal  property  from  lockers 
-  yet  on  the  other  hand,  failing  to  insure  thousands  of 
dollars  of  computer  equipment  purchases  by  the  Department  of 
Exercise  Science.   Further,  despite  several  alleged 
"break-ins"  at  athletic  facilities,  no  comprehensive  steps 
were  taken  at  the  top  levels  to  improve  security. 

Fund  Accounting 

Funds  appeared  to  have  been  transferred  from  accounts 
on  a  routine  basis.   The  Athletic  Trust  fund  was  allowed  to 
incur  substantial  deficits  only  to  be  dealt  with  in  later 
years  usually  through  fee  increases  to  the  students. 

Account  transfers  between  the  Dean's  Service  Account 
and  gift  accounts  appear  on  a  frequent  basis.   Split  funding 
of  multiple  activities  also  occurred  on  a  regular  basis. 

Trust  Funds 


The  Bureau  conducted  an  extensive  examination  of  Trust 
Fund  administration  in  the  School  of  Physical  Education. 
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State  University  and  State  College  Trust  funds  have 
historically  been  a  matter  of  great  concern  to  the  General 
Court  and  the  Bureau  (see  Appendix  2).   As  growth  of  these 
funds  have  increased,  so  to  have  the  concerns  over  this 


issue 


A  special  Blue  Ribbon  Commission  established  standards 

for  Public  Higher  Education  Trust  Funds.   These  standards 

talked  about  the  general  role  of  trust  funds  and  the 

principles  relating  to  their  oversight.   M.G.L.  Chapter  15A, 

section  5  (e.)  in  effect  for  a  portion  of  the  period  in 

question  gave  the  trustees  the  power  to  delegate  to  the 

Chancellor  the  authority  to  accept  and  administer  grants, 

gifts  and  trusts  under  the  provisions  of  section  2  (c)  of 

G.L.  Chapter  29.   The  role  of  these  trust  funds  was 

described  as  follows: 

"In  Massachusetts,  trust  funds  play  an 
important  role  in  financing  the 
educational  needs  of  all  students  in  the 
public  higher  education  system.   The 
statutory  authority  for  trust  funds  in 
Massachusetts  is  Massachusetts  General 
Laws  chapter  15A,  Section  5  (1)  and  10 
(e),  and  various  other  statutes  for 
public  institutions  of  higher  education. 
These  statutes  allow  the  Board  of 
Regents  and  institutional  Boards  of 
Trustees  to  create  financial  accounts  to 
fund  and  account  for  certain  campus 
projects,  programs  and  activities. 
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These  statutes  stipulate  that  all  income 
received  be  held  in  trust  and  be 
expended  for  the  purposes  for  which  the 
trust  funds  were  established.   Trust 
funds  are  used  to  complement  state 
appropriations  in  order  to  ensure 
sufficient  funding  of  an  institution's 
total  needs.   Without  trust  funds,  the 
Commonwealth's  appropriation  would  have 
to  be  increased  or  some  services  could 
not  be  undertaken.   Trust  funds  can  also 
provide  a  vehicle  to  manage  supplemental 
programs  such  as  day  care  to  better  meet 
the  needs  of  the  college  or  university 
communi  ty. 


re  used  in 


"Typically,  trust  funds  a 
connection  with  a  variety  of  campus 
activities  such  as  auxiliary  enterprises 
(e.g.,  student  housing,  bookstores,  food 
services,  vending  machines),  student 
activities,  financial  aid,  medical 
services,  public  services  and  research. 
In  theory,  these  funds  are 
self-sustaining.   Revenues  generated 
through  each  activity  (e.g.),  dormitory 
fees,  vending  machine  proceeds,  student 
fees,  sponsored  research  revenues  are 
used  to  fund  the  cost  of  the  associated 
program  or  activity." 


The  Bureau  found  that  as 


general  statement,  the 


administration  and  use  of  trust  funds  in  the  School  of 
Physical  Education  seldom  conformed  completely  to  the 
express  purposes  for  which  the  funds  were  established. 
While  in  some  cases  the  predominate  use  of  a  particular  fund 
was  generally  consistent  with  the  stated  purpose,  many 
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others  were  used  as  a  general  vehicle  to  fund  a  whole  host 
of  activities  that  may  or  may  not  have  been  related  to  the 


purpose  of  the  trust  fund. 


Moreover,  the  administration  of  these  trust  funds  in 
actuality  mirrored  the  overall  approach  to  the  budgeting  in 
the  School  and  the  Athletic  Department,  namely  crisis 


management  and  day  to  day  subsistence. 


The  use  of  trust  funds  offered  top  administration 
flexibility  which  was  often  abused.   By  allowing  for 
expenses  beyond  the  general  scope  of  the  trust  funds,  the 
School's  administrators  were  able  to  avoid  dealing  with 


budget  constraints  and  comprehensive  financial  planning. 
What  was  particularly  troubling  was  the  use  of  trust  funds 
as  a  mechanism  to  fail  to  come  to  grips  with  major  financial 
decisions  on  a  comprehensive  basis.   The  University's  own 
procedures  and  guidelines  make  it  clear  that  all  non-state 
funds  are  considered  University  funds.   "The  interpretation 
of  this  policy  as  well  as  the  expenditure  of  these  funds  is 
based  solely  on  a  reasonable  and  prudent  approach  by 
University  employees  expending  public  funds." 

The  following  were  some  of  the  criteria  governing 
expenditures  of  University  funds:  (Taken  from  University 
Pol  icy  Manua 1 ) 
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1.  All  must  be  used  for  the  purpose  for  which  the 
activity  was  established  and  consistent  with  the 
statement  of  purpose  of  that  activity; 

2.  All  expenditures  from  any  fund  must  be  used  to 
promote  the  educational  research  and  public 
service  mission  of  the  University.   No  University 
employee  may  expend  funds  for  his  or  her  personal 
gain  ; 

3.  All  expenditures  for  employee  travel  must  conform 
to  the  University  of  Massachusetts  Travel  Policy; 

4.  Any  expenditure  for  supplies,  printing,  equipment, 
or  any  other  real  property  shall  conform  to  the 
University  Purchasing  Policy; 

5.  Any  expenditure  related  to  the  compensation, 
benefit  or  perquisite  of  the  President  or  Campus 
Chancellor  must  comply  with  Trustee  Policy, 
Executive  Compensation  Package  for  University 
President  and  Campus  Chancellors;  and 

6.  Personal  gifts  showing  gratitude  to  another 
employee  may  not  be  purchased  with  non-state 
fund  s  . 

The  Bureau  found  these  and  other  policies  were 
circumvented  on  an  all  too  frequent  basis. 

Preliminary  Conclusion 

The  Bureau  will  await  final  disposition  of  the  referral 
to  the  Attorney  General  before  issuing  its  final  report. 
While  some  of  the  defective  practices  have  been  remedied 
since  the  audit  period,  there  are  many  others  that  need 
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additional  attention.   Appendix  3  is  a  package  of  draft 
legislative  proposals  that  were  developed  in  part  as  a 


result  of  this  examination. 


The  Bureau  and  the  Committee  were  encouraged  that  the 
new  President  had  made  a  strong  commitment  to  insuring  that 
proper  oversight  measures  be  put  in  place.   The  Committee 
was  also  pleased  that  President  Hooker  had  given  his 
assurances  that  the  University  would  cooperate  completely  in 
resolving  the  problems  uncovered  by  the  audit. 
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III! 

H  P  A  O 


Appendix  1 


HOUSE  OF  REPRESENTATIVES 

HOUSE  POST  AUDIT 

AND 
OVERSIGHT  BUREAU 


ROOM  146 


STATE  HOUSE 


BOSTON,  MASSACHUSETS  02133 


October  7,  1992 

PERFORMANCE  AUDIT  AND  INVESTIGATION  OF  THE 

UNIVERSITY  OF  MASSACHUSETTS  AT  AMHERST 

SCHOOL  OF  PHYSICAL  EDUCATION 


In  response  to  numerous  complaints,  information  letters 
ind  inquiries,   i  he  House  Post  Audit  and  Oversight  Bureau 

i he  " Bu reau"  )  i  ondncird  a  comprehensive  performance  audit 
and  investigation  « >  f  :he  School  of  Physical  Education  and 
i h  e  Department  of  \  t  h  1  e  t  i c s  at  the  University  of 
Massachusetts  at  Amherst.    In  addition  to  examining  the 
management  and  oversight  procedures  affecting  the  school  and 
its  departments,  the  Bureau  also  examined  allegations  of 
mismanagement  of  funds  and  improper  expenditures. 

In  the  course  of  its  inquiry,  the  Bureau  interviewed 
more  than  70  individuals.   In  addition,  the  Bureau  evaluated 
more  than  50,000  documents  received  in  response  to  the 
Bureau's  subpoenas  and  letters  of  request.   The  scope  of  the 


audit  covered  an  unusually  large  time  frame  (1982  to  the 


present).   This  unusual  time  frame  was  necessitated  by  the 
nature  of  the  information  received  and  the  origin  of  several 
problem  areas. 

While  some  of  the  problems  identified  in  the  early 

years  of  the  audit  appear  to  have  been  rectified,  others 
have  not.   Numerous  changes  in  financial  procedures 
including  some  mandated  by  the  Commonwealth  have  made  the 
job  of  comparative  inalysis  very  difficult.   Despite  that 
fact  however,  several   issues  remain  constant  throughout  the 
i  ud 1  t  period. 
I.    Travel  Policv 


There  is  no  consistent  oversight  of  travel  by 
i '  n  i  v  e  r  s  i  t  y  '-mplovees  in  the  School  of  Physical  Education  and 
i  he  athletic  He  partment.   While  some  individuals  provide 
detailed  backup  information  and  description  of  all  travel 
activities,  other  employees  provide  little  or  no 
documentation.   On  some  travel  vouchers,   it  was  impossible 
to  verify  the  purpose  of  the  travel  or  to  properly  audit  the 
validity  of  expenses.   The  only  apparent  verification  that 
was  required  by  the  University  consisted  of  bookkeepers  and 
secretaries  verifying  that  there  was  enough  money  in  a 


-  2  - 


particular  account  to  pay  for  the  trip.   Further,  despite  a 
severe  budget  shortfall  facing  the  University  in  some  of  the 
years,  several  employees  incurred  exorbitant  travel  expenses 
for  what  could  at  best  be  described  as  marginal  activities. 

The  range  of  compliance  in  documentation  of  travel 
expenses  u/as  particularly  striking.   Some  employees 
including  the  Athletic  Director  provided  detailed  backup  for 
^ach  and  every  trip  and  isolated  every  personal  expense  on  a 
contemporaneous  basis.   Other  employees  provided  little  or 
no  document  at  inn  to  justify  their  travel  and  indeed  upon 
examination,   it  appears   that   s  ome  even  failed  to  visit  a 
particular  location  for  the  purpose  stated.   Several  filed 
travel  r epor  t  s  man v  months  after  the  trip  in  question.   The 
Bureau  found  no  evidence  that  administrative  officials 
requested  or  imposed  any  cost   saving  measures  with  respect 
to  travel  by  these  administrators  or  by  professors. 
I  I  .   Budge  t  i  ng 

The  Bureau  also  identified  a  lack  of  coherent  Budget 
Policy  for  the  School  of  Physical  Education.   The  financial 
reports  and  supporting  memoranda  detailing  the  budget 
history  of  the  School  chronicle  a  crisis  management  approach 
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to  operation.   Funds  were  juggled  between  accounts  on 
almost  a  daily  basis.   Budgeting  during  the  audit  period 
appears  to  have  been  done  on  a  trial  and  error  basis  with 
some  expenditures  deficit  financed  by  trust  funds.   An 
examination  of  trust  fund  expenditures  associated  with  the 
School  demonstrates  the  same  problems  with  trust  fund 
administration  already  documented  in  previous  Post  Audit 
Bureau  reports.    !n  addition,  the  lack  of  oversight  of  trust 
land  expenditures  provided  great  opportunity  for  wasteful 

pending  and  spending  for  improper  purposes.   The  use  of 
■pen  a  (  counts  fur   mall  purchases  was  uncontrolled  and 
indicative  of  the  lack  of  oversight. 

The  Bureau  .1  1  •  >  examined  the  records  of  several  trust 
funds  including  the  Body  Shops  (a  series  of  gyms  located 
throughout  the  .  a  mpu  s  )  which  were  operated  by  the  Department 
of  Exercise  Science.   The  Bureau  confirmed  several  of  the 
problems  already  identified  by  the  State  Auditor  including 
but  not  limited  to  deficient  cash  handling  techniques  in  the 
early  years  of  operation.    In  addition,  proper  accounting 
for  inventory  of  all  Body  Shop  equipment  appeared  to  be 
totally  lacking. 
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The  auditing  and  control  of  expenditures  of  state 
Universities  and  state  colleges  has  historically  been 
problematic  for  the  Legislature.   Because  of  the  level  of 
autonomy  that  each  institution  is  able  to  exert,  the  role  of 
independent  auditors  and  financial  analysts  in  determining 
the  appropriateness  of  university  and  college  expenditures 
as  veil  as  the  effectiveness  of  general  spending  controls 
has  been  limited.    I  n dependent  authority  is  exercised  by  a 
number  of  individuals  with  no  oversight  comparable  to  that 
ihich  exists  for  otlu'r  stale  agencies. 

The  House  Post   \ud  i  l  and  Oversight  Committee  as  well  as 
it  hers  have  made  several  examinations  into  the  area  of  state 
■  o  1  1  e  g  e  and  university  fiscal  practices.   Despite  audits  and 
>ther  attempts  to  monitor  the  review  of  state  college  and 
university  spending,   ontrols  have  been  limited  and  efforts 
to  improve  procedures  have  been  less  than  effective. 

Part  of  the  problem  of  exerting  financial  control  over 
these  institutions  stems  from  the  unique  nature  of  college 
and  university  funding.   Because  these  institutions  are  able 
to  derive  significant  amounts  of  funds  from  sources  other 
than  state  appropriations,  the  lack  of  state  control  over 
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these  monies  has  become  diminished.   Because  the  proportion 
of  state  funding  over  the  most  recent  years  has  generally 

declined  the  institutions  have  felt  that  they  have  more 
autonomy  over  locally  generated  revenues,  i.e.  trust  funds, 
grant  monies,  gifts  and  donations.   As  student  fees  and 
outside  funding  sources  make  up  a  greater  percentage  of  the 
institutional  budget,   the  ability  for  the  state  to  monitor 
these  budgets  under  the  existing  statutory  framework  has 
I  e  a r 1 y  decreased.    \  s  this  user  based  funding  of  the 


i 


lieges  has  increased,   the  demand  for  accountability  has 


I  mi  ni  shed.    lire  aw  s  »■  numerous  items  including  salaries  are 
funded  from  multiple  sources,  the  analysis  and  verification 
>  f  :  he   ipprnpr  i  i  t  e  n  e  s  s  of  spending  patterns  has  become  much 


mo  r  f  1  1  f  f  i  c  u  1  t 


III.  Other  Problem  Areas 


Despite  the  fact  that  the  University's  reputation  and 
integrity  are  at   stake  there  appeared  to  be  no  direct 
oversight  or  review  of  the  appropriateness  of  travel  and 
equipment  purchases  funded  by  grants  and  gifts.   The  Bureau 
found  numerous  instances  where  certain  grants  had  little  or 
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no  documentation  to  justify  the  budget  activities.   In  other 
cases  the  grants  were  well  documented  and  all  expenses 
properly  accounted  for. 

The  Bureau  also  identified  an  inordinate  amount  of  time 
spent  by  some  administrators  and  some  faculty  on  matters  of 
a  personal  nature.   Whether  the  employees  reimbursed  the 
University  for  direct  expenses  or  not,  it  was  fairly  easy  to 
document  large  blocks  of  normal  work  time  committed  to 
personal  endeavors. 

Finally,  the  Bureau  confirmed  that  transfers  from  other 
accounts  were  made  to  rover  deficits  in  grant  a  n  d  /  o  r  trust 
fund  accounts.    In  addition,  some  expenditures  were  assigned 
to  grants  thai   ippeared  to  have  expired.   Moreover,  several 
purchases  and  expenditures  were  split  funded  apparently  as  a 
way  of  circumventing  prohibitions  against  fund  transfers. 
I V .   Recomme n d a  t  ions 


The  rationale  for  the  findings  enumerated  above  will  be 
elaborated  upon  a  later  date.   Because  the  audit  uncovered 
several  areas  of  potential  criminal  conduct,  the  Bureau 
recommends  that  further  reports  on  these  issues  be  withheld 
pending  the  Committee's  decision  on  referral  of  these 
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matters  to  the  appropriate  law  enforcement  agencies.   If  the 
Committee  votes  to  refer  the  matters,  the  Bureau  will  delay 
issuance  of  its  final  report  until  any  criminal  proceedings 


have  been  concluded 


A  Committee  vote  to  refer  matters  of  criminal 


prosecution  will  require  the  Post  Audit  Bureau  to  cease  its 
investigation.    If  ,it  the  conclusion  of  all  criminal 
proceedings  further  examination  becomes  necessary,  the 


Bureau  a*  i  1  1  reinst  i  tute  audit  activity 


The  Bureau  recommends  that  certain  activities  be 
referred  to  the  appropriate  law  enforcement  agencies 
for  evaluation  of  their  potential  for  criminal 
prosecuti  in. 

The  Bureau  recommends  that  pending  completion  of  all 
criminal  proceedings,  all  investigation  and  audit  by 
the  Post  \u<lit  Bureau  and  the  Post  Audit  Committee 
relating  to  the  School  of  Physical  Education  be 
suspended  until  final  disposition  of  all  potential 
criminal  matters. 

The  Bureau  recommends  that  further  inquiry  on  the 
Mullins  Center  and  the  reconstruction  of  Curry  Hicks 
Cage  be  temporarily  suspended  until  other  matters 
related  to  this  audit  are  resolved. 

The  Bureau  recommends  that  the  preliminary  report  on 
this  audit  be  issued  on  all  activities  unrelated  to  any 
potential  criminal  conduct  by  the  middle  of  November. 


-  8  - 


V.    Cone lus  i  on 

The  temporary  suspension  of  this  audit  brings  to  a 
close  what  has  been  a  protracted  and  contentious  stage  of 
the  investigation  and  audit  of  the  School  of  Physical 
Education.   While  the  level  of  cooperation  of  the  University 
improved  significant ly  as  the  audit  progressed,  the  original 
posture  of  some  top  University  administrators  could  only  be 
1  escribed  as  confrontational  and  hostile.   This  posture  by 
some  of  the  upper  echelon  of  the  University  led  to 
substantial  expenditures  by  both  the  Bu  reau  and  the 
I'nivers  i  ly  that  were  totally  unnecessary  and  which  created 
in  atmosphere  that  had  a  chilling  effect  on  the  Bureau's 
i  b  i  1  i  t  y  to  uncover   ill  of  the  facts. 

The  Bureau  would  like  however  to  commend  the  vast 
majority  of  I'Mass.  employees  who  are  hard  working  dedicated 
professionals  who  serve  the  students  and  the  Commonwealth 
very  well.   This  special  report  should  not  be  viewed  as  a 
condemnation  of  the  University  or  its  employees,  but  only  of 
those  who  sought  to  avoid  their  oversight  responsibilities 
or  those  who  may  have  abused  the  system. 
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Appendix  2 


The  Post  Audit  Bureau  has  made  a  number  of  inquiries 
into  the  financial  practices  of  the  universities. 


See  1 


Interim  Report  Relative  to  Management  Practices  at 
Quinsigamond  Community  College  (Failure  to 
implement  requirements  of  State  Comptroller, 
misapplication  of  funds,  failure  to  monitor 
administrative  officials.)   7/7/76  -  Post  Audit 
Bureau  ("PAB") 


See  2 


Community  College  All  College  Purpose  Trust  Fund 
(Current  reporting  system  does  not  provide 
information  necessary  to  effectively  monitor 
compliance.)  1/1/79  (PAB) 


See  3 


General  Purpose  Trust  Fund  State  Colleges 
(Deficiencies  existed  in  monitoring  failure  to 
establish  adequate  management  controls  inadequate 
reporting  procedures.)  2/5/79  (PAB) 


See  4 


Inventory  Control  Higher  Education  (Inadequate 
inventory  records  lack  of  clear  identification  of 
property  purchased  with  state  funds.)  3/3/81  (PAB) 


See  also 


Report  on  Study  of  State  College  and  University 
Trust  Funds  as  of  December  31,  1986  -  Touche  Ross 
("Historically,  no  guidelines  set  forth  by 
Legislature  on  accounting  of  trust  funds  by  the 
colleges  and  universities.   The  accountability  for 
trust  funds  has  therefore  fallen  outside  of  the 
scope  of  the  Commonwealth's  accounting  system...") 


Appendix  3 

Summons  Enforcement 

Propos  a  1  1 

[SECTION  1]   Section  28A  of  Chapter  3  of  the  General  Laws  is 

hereby  amended  by  adding  the  following  new  paragraph  at  the 

end  of  the  section: 

Summonses  issued  by  the  House  Post  Audit  and  Oversight 
Committee  under  the  provisions  of  G.L.  c.3,  s.64  shall  be 
served  in  the  same  manner  as  summonses  for  witnesses  in 
criminal  cases  issued  on  behalf  of  the  Commonwealth  and  all 
provisions  of  law  relative  to  the  summonses  in  such  cases 
shall  as  far  as  applicable  apply  to  summons  issued 
hereunder.   Any  justice  of  the  Supreme  Judicial  Court  or  of 
the  Superior  Court  may,  upon  application  of  the  Committee, 
compel  the  attendance  of  witnesses,  the  production  of  books, 
papers,  records,  and  other  data  and  the  giving  of  testimony 
before  the  Committee  in  the  same  manner  and  to  the  same 
extent  as  before  the  said  courts.   Any  failure  to  obey  such 
order  compelling  attendance  may  be  punished  by  said  court  as 
con  t  emp  t  . 


Propos  a  1  2 


Wh i s t 1 ebl ower  Legislation 


Chapter  3  of  the  General  Laws  is  hereby  amended  by 
adding  after  section  63  the  following  new  section  63A: 


Any  employee  of  the  Commonwealth  or  any  authority  or  agency 
of  the  Commonwealth  who  has  authority  to  take,  direct  others 
to  take,  recommend,  or  approve  any  personnel  action  shall 
not  with  respect  to  such  authority  take  or  threaten  to  take 
any  action  against  any  employee  as  reprisal  for  making  a 
complaint  or  disclosing  information  to  the  House  Post  Audit 
and  Oversight  Committee  unless  the  complaint  was  made  or  the 
information  was  disclosed  with  the  knowledge  that  it  was 
false  or  with  willful  disregard  for  its  truth  or  falsity. 


No  employee  of  any  agency  authority  or  institution  of  the 
Commonwealth  shall  be  fired,  terminated,  disciplined  or 
furloughed  for  any  acts  which  aid  or  assist  an  audit  or 
examination  conducted  by  the  House  Post  Audit  and  Oversight 
Committee  or  Post  Audit  Bureau. 


Propos  a  1  3 


Obstruction  of  Post  Audit  Investigation 


Chapter  3  of  the  General  Laws  is  hereby  amended  by 

adding  after  section  63A  the  following  new  section  -  63B: 

Any  person  who  willfully  attempts  to  obstruct,  evade  or 
defeat  an  audit  or  investigation  conducted  under  the 
provisions  of  section  63  and  64  of  this  chapter  shall  be 
guilty  of  a  felony,  and  upon  conviction  thereof  shall  be 
fined  not  more  than  fifty-  thousand  dollars  or  imprisoned 
for  not  more  than  five  years  or  both  and  shall  be  required 
to  pay  the  costs  of  prosecution. 

Any  person  who  willfully  destroys  any  documents  under 
subpoena  or  who  willfully  destroys  documents  that  are 
relevant  and  material  to  an  ongoing  audit  or  investigation 
conducted  under  the  provisions  of  section  63  and  64  of  this 
chapter  shall  be  guilty  of  a  felony  and  upon  conviction 
thereof  shall  be  fined  not  more  than  f i f t y- t hou s and  dollars 
or  by  imprisoned  for  not  more  than  five  years  or  both  and 
shall  be  required  to  pay  the  costs  of  prosecution." 


Propos  a  1  4 


Sole  Source  Contracts 


Chapter  15A  of  the  General  Laws  is  hereby  amended  by 
adding  after  section  36,  the  following  new  section  37: 


No  contract  for  goods  or  services  in  excess  of  five-hundred 
dollars  shall  be  executed  by  any  institution  defined  in 
section  five  of  this  chapter  without  a  public  bidding 
process.   All  such  contracts  for  goods  or  services  must  be 
advertised  in  the  central  register. 


Proposal  5 

Trus  t  Fund  s 


1.    An  act  providing  for  the  regulation  of  trust  fund 
expenditures  by  state  colleges  and  universities. 

[SECTION  1]   Chapter  15A  of  the  General  Laws  is  hereby 
amended  by  striking  out  clause  (n)  of  section  9. 

[SECTION  2]   Chapter  15A  of  the  General  Laws  is  hereby 
amended  by  adding  after  section  9  the  following  new  section 

9A; 

Grant  and  Trust  Administration 

Subject  to  the  approval  of  the  trustees  and  the  President, 
the  Chancellor  may  accept,  seek  and  administer  grants,  gifts 
and  trusts  which  shall  be  used  solely  for  University 
purposes.   The  Chancellor  may  accept  grants,  and  gifts  from 
private  foundations,  corporations,  individuals  and  federal 
agencies  which  shall  be  administered  pursuant  to  a  written 
statement  of  purpose  which  shall  be  approved  by  the  trustees 
and  the  President. 

(SFCTION  3]   Section  9  of  chapter  15A  is  hereby  amended  by 
adding  the  following  paragraphs  at  the  end  of  the  section: 

Each  board  of  trustees  shall  annually  prepare  and  submit  to 
the  State  Auditor  and  the  House  and  Senate  Committees  of 
Post  Audit  and  Oversight  an  itemized  schedule  of  each 
expenditure  made  from  each  trust  fund  and  a  statement  that 
confirms  that  the  expenditure  was  consistent  with  the 
purpose  of  the  trust. 

No  funds  from  any  trust  fund  shall  be  expended  for  travel  or 
entertainment  unless  approved  by  the  President.   Copies  of 
all  expense  reports  for  travel  and  entertainment  funded  by 
trust  funds  shall  be  filed  with  the  House  and  Senate 
Committees  on  Ways  and  Means  and  Post  Audit  and  Oversight. 

No  expenditures  from  any  grant,  contract,  or  foundation 
shall  be  made  after  the  grant  period  has  expired  unless 
there  is  specific  written  approval  from  the  President.   All 
written  approvals  under  this  paragraph  shall  be  filed  with 
the  House  and  Senate  Committees  on  Post  Audit. 


If  any  trust  fund  created  under  the  provisions  of  this 
chapter  incurs  a  deficit,  such  deficit  shall  be  reported  to 
the  Auditor  of  te  Commonwealth  and  the  Committees  on  Ways 
and  Means  and  Post  Audit.   No  transfers  from  any  other 
account  or  trust  fund  shall  be  made  to  cover  any  deficit  in 
a  trust  fund  account.   No  trust  fund  that  is  funded  by  fees 
received  from  students  shall  be  used  to  fund  deficits  in  any 
other  accoun  t  . 


Pr opos a  1  6 

In  Further  Regulating  the  Establishment  and  Administration 
of  Certain  Funds  by  State  Agencies 


[SECTION  1]   Section  two  of  chapter  twenty-nine  of  the 
General  Laws  as  appearing  in  the  1986  Official  Edition,  is 
hereby  amended  by  striking  out,  in  line  5,  the  work  "or"  and 
inserting  in  place  thereof  the  following  words:  -  and. 

[SECTION  2]   Section  two  of  chapter  twenty -nine  of  the 
General  Laws,  as  appearing  in  the  1986  Official  Edition,  is 
hereby  amended  by  inserting  after  the  second  paragraph  the 
following  paragraph:  - 


hall  establish, 
>r  deposit  or 
s  t 


ixe  s  , 
s  s 
the  establishment,  maintenance,  and  deposit  of  such  money 
into  such  sinking  fund,  trust  fund,  trust  deposit,  agency 
fund,  or  revolving  fund  has  been  authorized  by  the  general 
court . 


of     the  General  Laws,  as 

hereby  amended  by 
ew  s  ec  t  i  on  s : 


[SECTION  3]  Chapter  twenty-nine  of  the  Ge 
appearing  in  the  1986  Official  Edition,  is 
inserting  after  section  2J  the  following  n 

Sec  t  i  on  2K   Any  state  agency  requesting  authorization  from 
the  general  court  to  establish  a  sinking  fund,  trust  fund, 
trust  deposit,  agency  fund,  or  revolving  fund'  shall  include 
with  the  request  the  following  information:  (a)  the  specific 


purpose  for  which  the  fund  shall  be  established,  the 
specific  source  from  which  the  revenue  shall  be  received  (c) 
the  identity  of  the  trustee;  (d)  the  identity  of  the 
beneficiaries  (e)  the  projected  revenues  and  expenditures  of 
the  fund  for  the  first  five  years. 

Sec  t  i  on  2L   Every  state  agency  having  charge  of  any  sinking 
fund,  trust  fund,  trust  deposit,  agency  fund,  or  revolving 
fund  shall  maintain  the  accounts  of  any  such  sinking  fund, 
trust  fund,  trust  deposit,  agency  fund,  or  revolving  fund  in 
accordance  with  the  accounting  system  prescribed  by  the 
c  omp  t  r  o  1  1  e  r . 


[SECTION  4]   Section  sixty-six  of  chapter  twenty-nine  of  the 
General  Laws,  as  appearing  in  the  1986  Official  Edition,  is 
hereby  amended  by  inserting  after  the  first  paragraph  the 
following  new  paragraph: 


amount  oi  aamages  sustained  oy  t ne  commonweaitn  oy 
the  violation,  together  with  the  costs  of  any  actio 
more  than  one  person  participates  in  the  violation, 
damages  and  costs  may  be  apportioned  among  them. 


